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It is very generally held that scienter, as a basis for a charge of fraud or deceit, may be proved by showing that the special 
situation or means of knowledge of the person making the representations are such as to make it the person's duty to know 


whether they are true or false.! Insofar as the element of knowledge is concerned, false representations may be ground for relief 
where the person making them ought to know,” or it is the person's duty to know,” or the person has the means of knowing“ the 


truth. The rule applies even though the party making the statements does not know that they are false.” 


Under some authority, an innocent misrepresentation is as much a legal fraud as an intended misrepresentation and the good 
faith of a party in making what proves to be a material misrepresentation is immaterial as to the question whether there was an 


actionable fraud if the other party acted on the misrepresentation to his or her detriment.° 


In at least one jurisdiction, there is a separate tort of innocent misrepresentation, which, in contrast to the tort of negligent 


misrepresentation, ’ is predicated on principles of warranty.” 


The doctrine of innocent misrepresentation, in connection with obtaining a contract, recognizes that, if there was in fact a 
misrepresentation, although made innocently, and its deceptive influence was effective, the consequences to the plaintiff being 
as serious as though it had proceeded from a vicious purpose, he or she would have a right of action for the damages caused 


thereby either at law or in equity.” While it is unnecessary to prove that the person making the representation had knowledge 


that the statements were false, for a claim of innocent misrepresentation, it is necessary to show privity of contract.!° 
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Even assuming that employee was in a fiduciary relationship with employer and employer's parent company, there was no 


evidence that employee knew or should have known that he possessed special knowledge of information relating to the details 


of transactions between the minority-owned business enterprise (MBE) that employee founded, his employer, and employer's 


parent company, or that employer and employer's parent company were misled by statements regarding the creation of the MBE, 


thus precluding employer's and parent company's fraud and misrepresentation claims against employee under Minnesota law. 
Reisdorf v. 13, LLC, 129 F. Supp. 3d 751 (D. Minn. 2015). 
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